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SUBJECT: STEEL-DRAET INTERNATIONAL RESOLUTION 

REF: STATE 111651 

1 . LOEEE CONTACTED MISSION TODAY TO BRIBE US ON COM- 
MISSION DISCUSSIONS OF PROPOSED RESOLUTION (REETEL). 

2. IN GENERAL COMMISSION FEELS THAT IT WAS A GOOD 
EEEORT WHICH COULD BE THE BASIS OE A DRAFTING EXERCISE 
IN TOKYO THIS WEEK. LOEEE SAID THERE WERE A EEW SECOND- 
ORDER PROBLEMS (SEE BELOW) ON WHICH THE COMMISSION WOULD 
PREEER CLARIFICATION OR DIFFERENT TACTICS. 

3. THE MAJOR PROBLEM EOR THE COMMISSION AT THIS STAGE 
IS HOW TO BRING IN THE EC MEMBER STATES. DAVIGNON 
REPORTEDLY EEELS HE NEEDS ABOUT TWO WEEKS OF CONSULTATIONS 
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WITH THE MEMBER STATES IN ORDER TO BRING THEM ON BOARD 
AND THAT IF THEY WERE TO BE PRESENTED WITH A EAIT 
ACCOMPLI EVEN THOSE MEMBER STATES PREDISPOSED TO ENDORSE 
THE PAPER WOULD REJECT IT ON PRINCIPLE. TO DATE DAVIGNON 
AND LOEEE HAVE GIVEN THE MEMBER STATES ONLY VAGUE 
INDICATIONS OE WHAT IS GOING ON. (PRESS STORIES ARE 
BEGINNING TO APPEAR.) LOEEE SAID DAVIGNON DOES NOT THINK 
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THE U.S., JAPAN AND THE EC SHOULD AIM AT PRESENTING THE 
RESOLUTION AT THE MAY 22-23 OECD MEETING. LOEFF NOTED 
THIS ISSUE WOULD HAVE TO BE DISCUSSED IN TOKYO BUT HE 
SAW THREE ALTERNATIVES: 

(1) POSTPONE THE MEETING (LOEFF DOES NOT FAVOR THIS) 

(2) GIVE THE PAPER TO OECD MEMBERS IN A REDUCED EORM 

(3) MAKE AN ORAL ACCOUNT. 

4. OEFF STRESSED THE COMMISSION HAS NO ULTERIOR MOTIVE 

IN POSTPONING THIS DISCUSSION AND REMAINS COMMITTED TO THE 
JULY 15 TARGET DATE. HE SAID HE WAS DRAFTING A LETTER 
FROM DAVIGNON TO STRAUSS ON THE SUBJECT. AS AN EXAMPLE 
OF THE KIND OF DANGERS INVOLVED, LOEFF POINTED OUT THAT 
THE SECTION ON EXPORT CONTROLS OF SCRAP METAL, WHILE IN 
LINE WITH COMMISSION THINKING, DIFFERS FROM MEMBER 
STATES' VIEWS, AND IT IS THE MEMBER STATES THAT HAVE 
COMPETENCY IN THIS AREA. THE COMMISSION THEREFORE EEELS 
THAT IT NEEDS GENERAL (BUT ONLY GENERAL) APPROVAL OF THE 
MEMBER STATES BEFORE THE RESOLUTION IS PRESENTED. 

5. LOEEF SAID THREE OTHER PROBLEMS NOTED WERE ALONG THE 
LINES OF HIS REMARKS IN WASHINGTON APRIL 24. FIRST THERE 

IS RUNNING DEBATE ABOUT "CUSTOMARY" VERSUS "TRADITIONAL" 
PATTERNS OF TRADE. DO THEY MEAN THE SAME THING? IF NOT, 
MAYBE IT COULD BE PHRASED DIFEERENTLY. SECONDLY, THE EC 
WOULD HAVE SERIOUS PROBLEMS WITH THE LIMITATION OF 
ARTICLE 19 APPLICATION ONLY TO CASES WHERE STRUCTURAL 
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PROBLEMS EXIST. LOEFF COULD NOT REMEMBER THIS BEING 
DISCUSSED IN WASHINGTON. THIRDLY, WHILE AGREEING WITH 
THE U.S. GOALS ON EXPORT CREDITS, THE COMMISSION BELIEVES 
THAT STATING BALDLY IN THE RESOLUTION THAT THERE SHOULD 
BE NO AIDS EOR STEEL PROJECTS WHICH ARE NOT COMPETITIVE 
UNNECESSARILY RISKS STIRRING UP RESENTMENT IN THE LDC'S. 

6. MAURICE SCHAEFEER, DIRECTOR EOR STEEL AFEAIRS, DG III, 

WILL ACCOMPANY LOEFE TO TOKYO. HINTON 
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